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Mr. Chairman, Senator Hollings and Members of the Committee, from the day that we
announced the creation of DC Air, my vison for thisgroundbreaking company hasremained intact:

To build on the well established service from 44 communities throughout the mid-
atlantic region to Washington's Nationa Airport that approximately 3 million
passengers ayear have cometo rely on;

To provide safe reliable, high quality service, a competitive prices to customers
and communitiesin the region we will serve;

To compete vigoroudy on price and service in the communities we serve;

To fadilitate the growth and economic development that accompanies air service,
and

To devdop and maintain an arline that the Washington community will be proud
to cal its hometown carrier.

Inaddition, as Chairman, Chief Executive Officer and mgjority owner of DC Air, | pledged
from our very first day to create, own, and operate this new airline -- America s first minority-
owned air carrier in over 30 years -- because in my heart | believed it would be good for
consumers, ensure competitivenessin air trave, and do right by the 44 communitieswewill serve.

Mr. Chairman, | am proud and happy to report today that we have made a number of
ggnificant drides forward in redizing the full scope of thisvison.

As you are well aware, from the first discussons of DC Air, critics speculated that its
proposed agreementswith United Airlinesfor transition period resources, however brief and arms-
length these may have been, might have compromised our god of establishing DC Air asaviable,
independent arline. Thishasal changed with our announced partnership with American Airlines.
American’'s recently announced agreement to invest in DC Air and to provide these trangtion
resources proves that these theories could not be further from the truth.

Make no mistake about it, the resources that American Airlinesis bringing to Washington
D.C. -- an experienced gaff, capita, and infrastructure — as it grows its operations here and
throughout the Eastern United States will go a long way toward making DC Air a powerful,
compstitive, and independent airline on day one of our operations.
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By far the mogt important outcome of the DC Air-American Airlines partnership is the
bendfitsit will afford our customers. Of prime importance will be the consumer benefits
associated with the 20-year marketing alliance between our two companies. Thiswill dlow
passengers traveling on DC Air to earn American AAdvantage frequent flyer miles which they
can redeem on DC Air, or anywherein American's nationa network or its globa system. Thus,
passengers flying on DC Air will regp the benefits of what many congder to be the premium
frequent flyer program in the indugtry. In addition, DC Air passengers may enroll in American's
arport lounge program, accessing facilitiesin Nationa Airport and worldwide,

Through the dliance with American, DC Air's cusomers will also have accessto avast
network of new degtinations. For example, our passengers will be able to fly from Richmond to
National on DC Air, and then from Nationa to New Y ork or Boston on American Airlines Shuttle
service. Additionaly, DC Air passengerswill havedirect accessto therest of American'snetwork,
which includes service to Chicago, Ddlas and Miami. And, should American's proposed
acquistion of TWA be consummated, passengers could also take advantage of convenient
connections over Reagan Nationd to St. Louis and Los Angeles.

The dliance with American will expand DC Air’ sreach from point-to-point serviceto and
from Washington and connections up and down the East Coast, into an established network that
goanstheglobe. In turn, American Airlineswill get a strategic partner with a significant network
inthe east, operating out of Reagan Nationd Airport, to complement its planned growth within the
east. By adding its rdaionship with DC Air to its interna growth and announced acquisitions,
American will become amgor competitor for North-South traffic flows along the Eastern U.S.

While the benefits to passengers bode well for the success of DC Air, many of the
operationa aspects of the DC Air-American dliance will go along way toward addressng of the
broader public policy concerns raised about DC Air's vighility as a stand-alone entity and our
ability to enhance the competitive landscape on the East Coadt.

Asyou may recdl, our origind plan for DC Air had been to manage arapid trangtion
into anetwork of 44 citiesusing 37 aircraft on our first day of operations. We had arms-length
arrangements with United Airlines to provide 10 wet-leased jet arcraft, as well as services
including ground handling and other items, to ensure that DC Air had full accessto dl needed
services on “day one’ of operations.

Still, some observers of the process appeared concerned that any form of ongoing
relationship with United Airlines, no matter what it was, somehow caled into question DC Air's
independence — in part, because United would be one of our mgjor competitorsin this region.

In response to those concerns, we a DC Air accelerated the process of entering into
relationships with carriers other than United to provide these services. We had received
expressons of interest from anumber of carriers regarding a partnership and entered into very
detailed negotiations with severd. While we could have chosen any of severd different paths, |



had the opportunity at acritical point to meet and get to know Don Carty, the Chairman of
AMR, American's parent company. It became clear to mein that meeting, and through our
subsequent discussions, that not only were the economic terms of the arrangement favorable to
DC Air, and the benefits to our passengers outstanding, but also that Don Carty and the
American team truly understand what DC Air is dl about and that they are looking forward to
being our partner.

Firgt and foremost, under the aliance with American, | am the Chairman of DC Air and
under my leadership DC Air will be anindependent company. American has purchased aminority
equity stake, 49%, of DC Air, ensuring thet the airline will follow the vision we previoudy have so
clearly set out for DC Air.

Under this dliance, American Airlines has stepped in to provide between 11 and 14 jet
arcraft that will clearly hep DC Air provide quaity service to more destinations each day and has
agreed to provide ground handling and other servicesto DC Air during its trangtion period.

Although | believe most of you view our independence from United in a pogtive light, |
want to underscore to you that our dliance with American will only ensure that we will be ableto
compete aggressively in both service and fares with other arlines. United will no longer help to
provide trangtion services. United is our riva, our foe, our adversary. And, we will face our
competitors, including United, with the support of American Airlinesbehind usaswego into battle.

| have received some queries about the cost structure of DC Air under the arrangement
with American. American will benefit from the success of DC Air through its equity investment,
and isproviding servicesat very competitiveratesto DC Air. In addition, American hassgnificant
economies of scale in various areas that can be passed adong beneficidly to DC Air. Therefore,
our cogtswill befully competitive and our vision of competing aggressively in both serviceand fares
is not only intact, but enhanced.

TheAmeicanAirlines DCAir dliancewill ensurevibrant competition throughout theVWashington
area. Without this dliance, the metropolitan area would have one primary traditiond carrier —
United Airlines -- offering nonstop service to a variety of destinations and connections to
worldwide destinations from its hub at Dulles Internationa Airport. Of course, other arlines,
notably Air Tran, DdtaAir Linesand Southwest Airlines, would continueto servethe metropolitan
area, but each of these airlines offers a more limited scope of nonstop destinations to Washington
passengers. Ingtead, this dliance will bring into this region a sgnificant new competitor, DC Air,
with the support of atraditiona carrier, American, which in combination will become the largest
presence a Rona d Reagan Washington Nationd Airport. Thiswill providefor intensecompetition
for both East Coast and worldwide passengers that will keep prices down and help ensure high
qudity servicefor areatravelers.

And, with the new resources provided by American Airlines, DC Air will have al the
resources necessary to befully operationa on*day one,” pending the closing of themerger. When
it isoperationa, DC Air will provide competitive air service to 44 communities -- cities that, for
the mogt part, currently enjoy direct accessto the Washington area. Asthe mgority owner of DC



Air, | believe it is critical to sustain and enhance the existing US Airways network, which has
provided affordable, safe, reliable service to cities in the Northeast for so many years. Nothingin
the American agreement changes my long-term commitment to these communities.

When| agreed to build and run DC Air, | strongly believed it would prove to be a strong,
independent airline. The new aliance between DC Air and American Airlines brings us closer to
achievingthegods| set out when | agreed to build and run DC Air -- to provide high qudity, safe,
religble air trave, to help preserve competition in the arline industry, and to make ar travel
affordable.

Thank you for the opportunity to testify before you today.



